
 

 

 

 

 

 

www.the-investment-institute.unicredit.eu 1 

The Short View 

The Short View offers insights on key macro and market stories 
 and is designed to promote discussion and debate. 

Iran at the crossroads of Eurasia’s transport routes  
9 April 2026 

With Iran playing a key role in emerging Eurasian transportation corridors, 
the outcome of the Iran war is likely to influence trade between Europe and 
Asia, while impacting America’s ability to contain China. 

 

1. Tehran’s centrality: Iran occupies a central bridge role at a crossroads of important trade routes on the 
Eurasian continent.  

2. Between China and Russia: Iran’s role is particularly important in the International North-South 
Transport Corridor, backed by China and Russia. The route competes with the India-Middle East-Europe 
Economic Corridor, where the US, the EU, Israel and Saudi Arabia play pivotal roles. 

3. A consequential war: The outcome of the Iran war is likely to influence the relative importance of these 
two emerging Eurasian transport corridors, potentially reshaping future economic and geopolitical power 
distribution. 

  

 

Geoeconomic Story 
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Iran at the core of major Eurasian trade routes – in the past and today 

Located between the Indian Ocean and Russia, and between the Arabian Peninsula and China, Iran has long occupied a 
central bridge role at the crossroads of important trade routes, notably along the Silk Road. Iran’s importance on the 
Eurasian landmass has been highlighted by US geopolitical strategists; for instance, in the book Great Chessboard, Zbigniew 
Brzezinsky identified the country as being one of the five countries (the others are Ukraine, Azerbaijan, South Korea and 
Turkey) that are critically important geographical pivots on the Eurasian continent, with “potentially, the most dangerous 
scenario [for the US] being […] a grand coalition of China, Russia, and perhaps Iran”. 

Trade routes remain powerful channels of economic growth, integration and cultural exchange. The development of 
the International North-South Transport Corridor (INSTC), where China, Iran and Russia play key roles and the 
India-Middle East-Europe Economic Corridor (IMEEC), backed by the US, the EU, Israel and Saudi Arabia, is central 
to the emerging Eurasian transport landscape. The outcome of the war in Iran is likely to determine which corridor 
prevails (see Appendix for explanation of the difference between transport corridor and economic corridor), with 
implications for the global distribution of economic and geopolitical power. Due to its key strategic location on the 
Eurasian continent in the corridor dominated by China and Russia, Iran is central.   

Two major competing Eurasian trade routes  

Map 1 shows the INSTC and the rail connection between Aprin in Iran and Xi’an in China, as well as the alternative maritime 
route via Suez and Gibraltar. Iran represents an important link in both routes. The INSTC is a project originally initiated by 
Russia, Iran and India in September 2000, and later joined by Azerbaijan, Belarus, and Central Asian countries. This multi-
modal (rail, road, sea) transportation corridor is 7,200km long and links the Indian Ocean and the Persian Gulf to the Caspian 
Sea via Iran, and onwards to Russia and northern Europe. As such, the INSTC should help to boost India’s connectivity and 
trade with Eurasian countries by circumventing the Suez Canal. The transit time between Russia and India could be reduced 
from about 45-60 days via the Suez Canal to about 25-30 days via the trans-Iranian route. So far, the INSTC is nearly 75% 
complete in terms of physical infrastructure.  

The INSTC corridor has been further integrated into Eurasian rail networks through a 5,300 km rail connection inaugurated 
on 25 May 2025 between Aprin, a dry port close to the Caspian Sea, and Xi’an, one of China’s main technology and research 
centres. This route also significantly reduces transit times between the two cities (from 30-40 days by sea and road to 
around 15 days) and provides an alternative to maritime routes through bottlenecks such as the Suez Canal, and the Strait 
of Malacca. In addition, as both corridors are mostly built around road and rail networks in Global South, they reduce 
exposure to Western sanctions. In this context, it is worth highlighting that the 12-day war occurred shortly after the above-
mentioned Aprin-Xian direct railway corridor between China and Iran was inaugurated. 

MAP 1: THE INSTC ROUTE AND THE XI’AN-APRIN RAILWAY VS THE MARITIME ROUTE VIA SUEZ  

 

Source: The Investment Institute by UniCredit  
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The IMEEC – which was announced during the 2023 G20 Summit, with infrastructure construction starting in April 
2025 – represents a competing corridor project to the INSTC, envisioning a transport and logistics network connecting 
India to the Gulf region and to Europe via rail and maritime routes (see Map 2). According to the memorandum of 
understanding, signed by the EU, Germany, France, Italy, the UAE, Saudi Arabia, India and the US in September 2023, 
the IMEEC “will be comprised of two separate corridors, the east corridor connecting India to the Arabian Gulf and 
the northern corridor connecting the Arabian Gulf to Europe. […] Along the railway route, participants intend to enable 
the laying of cable for electricity and digital connectivity, as well as pipe for clean hydrogen export.”  

The project provides an alternative not only to the INSTC but also to China’s Belt and Road Initiative and, from a 
Western geopolitical perspective, should be viewed as an effort to avoid supply-chain dependence on Iran and Russia 
while drawing India closer to Western-aligned frameworks. The IMEEC could also offer an alternative to transit 
through the Suez Canal, where disruptions caused by Houthi attacks on vessels crossing the Bab-el-Mandeb Strait 
have repeatedly paralysed the route, which handles around 12% of global trade. However, as the IMEEC passes 
through the Strait of Hormuz, recent developments in the region may weigh on political support for the project, 
particularly from the EU. Political support could be revived if the project bypassed the Strait, for example via a new 
terrestrial connection between Fujairah and Khalifa in the UAE.    

Even though Israel did not sign the initial memorandum of understanding, the country plays a key transit role in the 
IMEEC project. In 2017, Israeli Prime Minister Benjamin Netanyahu and then-Transportation Minister Israel Katz 
proposed the Tracks for Regional Peace Initiative, including a railway connection between Israel’s Haifa port to the 
ports of Saudi Arabia, the UAE and Bahrain. The Abraham Accords signed in 2020, and the I2U2 (Israel, India, US, 
UAE) grouping launched in 2022 should facilitate the project. The connection to Haifa builds upon the Hejaz Railway 
– the first regional rail route in the Middle East. Built between 1900 and 1908 under the Ottoman Empire, it stretched 
over 1,300 km, linking Damascus and Medina and including, at that time, a branch that reached Haifa on the 
Mediterranean coast.  

The IMEEC transportation corridor should also reduce transshipment times: according to Atlantic Council estimates, 
the transshipment times via the IMEEC from India to Europe could be reduced by about 40% (to twelve-plus days) 
relative to maritime routes.  

MAP 2: THE IMEEC ROUTE VS. THE MARITIME ROUTE VIA SUEZ 

 

Source: Atlantic Council, The Investment Institute by UniCredit  

  
  

https://www.atlanticcouncil.org/in-depth-research-reports/report/the-india-middle-east-europe-economic-corridor-connectivity-in-an-era-of-geopolitical-uncertainty/
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Geoeconomic ramifications   

Trade routes and transport corridors have long been more than infrastructure. They are also instruments of power, 
connectivity and economic geography. Moreover, in the past, shared latitudes facilitated the spread of crops, 
technologies and population – a central argument in historical geographer Jarred Diamond’s book Guns, Germs and 
Steel – as regions at similar latitudes share comparable day length, seasonal cycles and climate conditions.  

The East-West span of Eurasia is the largest continuous landmass on Earth and contrasts sharply with the North-
South axes of Africa and the Americas, where stark variations in temperature, rainfall and disease environments have 
hindered the spread of people, goods and ideas. That said, geography has not disappeared. In today’s context, 
emerging transport corridors such as the INSTC and IMEEC may partly offset these constraints by reducing geographic, 
climatic and political barriers through improved infrastructure.  

By linking India with Europe, the two corridors may accelerate the flow of goods, ideas and capital in ways historically 
associated with East-West connectivity. While both transportation corridors are combinations of terrestrial and 
maritime routes, and both substantially reduce exposure to maritime transport, they enable a significant reduction 
in transportation costs and time between India and Europe.  

However, the two routes differ fundamentally in terms of which countries they connect, and this puts the two 
transportation corridors at the core of geoeconomic competition between superpowers – the US, China and Russia. 
Moreover, India plays an important role in both economic corridors, giving it the flexibility to engage with each, 
consistent with its traditional non-aligned stance. This also positions it to act as a regional power broker. 

The INSTC connects India, China, Iran and Russia, as well as a number of Central Asian countries with Northern Europe, 
a dream that has fired the Russian imagination ever since the early 18th century expansion under the rule of Peter 
the Great. Moreover, access to warm-water ports is essential for Russia, and the INSTC satisfies this need and provides 
also an alternative to lengthy sea routes for trade with the Middle East and South Asia. Another important difference 
is that the INSTC is largely terrestrial. This strengthens continental Eurasian connectivity and allows participating 
countries to rely less on international shipping routes, reducing exposure to Western sanctions.  

In contrast, the IMEEC connects India and the Arabian Peninsula with Western Europe and, most importantly, 
circumvents China and Russia. In this context, Iran is just one of the littoral states along the Strait of Hormuz.  
Moreover, backed by the US and the EU, the project represents competition to the INSTC.  

With Iran playing a particularly strategic role in the INSTC, and stands at the crossroads between the latter and the 
railway to China, the outcome of the current Iran war is likely to influence not only which of the two competing 
economic corridors will dominate future trade between Europe and Asia. Given the importance of China in the 
transportation network, it is also likely to have an impact on the US’s ability to contain China in the medium term. 

A historical parallel 

In the late 19th and early 20th centuries, projects such as the Baghdad Railway illustrated how railways could reshape 
geopolitical alignments. Backed largely by German finance and industrial interests, the railway aimed to connect 
Berlin to the Persian Gulf via the Ottoman Empire, promising faster trade routes, military mobility and influence 
across a declining imperial space. Because of its strategic importance, work on the line was stepped up after the 
Ottoman Empire entered World War I on the side of Germany and the other Central Powers.  

To rivals like Britain and Russia, the project was not merely commercial but also a strategic threat: it threatened 
British maritime dominance, access to oil reserves and the balance of power in the Near East. By the end of the war 
in 1918, the railway had been extended from the Bosporus to Nusaybin, a few hundred kilometres short of Baghdad. 
The remaining sections, including the extension to the port of Basra near the Persian Gulf, were eventually completed 
by Syria and Iraq, both formed after the dissolution of the Ottoman Empire.  

Today, various sections of the Baghdad Railway are incorporated into the national rail networks of Turkey, Iraq and 
Syria, where they play important roles in domestic freight transport, but the original ambition to connect Berlin to 
Baghdad has not been sustained, as borders, wars and political realities have disrupted its continuity. However, the 
enduring lesson from the Baghdad Railway era for modern Eurasian corridors is that rail networks often carry far 
more geoeconomic weight than the cargo they move. 
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Appendix: Economic corridor vs transport corridor   

Coined by the Asian Development Bank in 1998, economic corridors describe logistics and economic networks 
between different countries or economic agents in a region. They integrate transport infrastructure (systems of roads, 
rail, and ports) and economies between involved countries (Chart 3). An economic corridor builds on a transport 
corridor – essentially a transport route consisting of roads, rail and ports – but goes much further, encompassing not 
only infrastructure but also economic activity, policy frameworks and urban development. As such, it also includes 
industrial zones, logistics hubs and cities. Such economic corridors link centres of production, including 
manufacturing hubs, industrial clusters and economic zones, as well as centres of demand, such as capitals and 
major cities, and act as gateways to the subregion for regional and international trade. 

The Belt and Road Initiative (BRI) is probably the world’s most significant economic corridor. It is a Chinese-led 
infrastructure project aimed at improving connectivity, trade and communications across regions, supported by 
airports, ports, power plants, bridges, railways, roads and telecommunication networks: over land, linking China with 
Southeast, South, and Central Asia as well as Europe; and by sea, connecting coastal areas of Southeast and South 
Asia, the Middle East and East Africa. Major projects that have been developed under the BRI include the China-
Pakistan-Economic Corridor (CPEC), the China-Mongolia-Russia Economic Corridor, and the New Eurasia Land Bridge. 
Other major economic corridors are the East-West Economic Corridor (to promote development and integration 
among five Southeast Asian countries: Myanmar, Thailand, Laos, Cambodia and Vietnam) and the Southern Economic 
Corridor of the Greater Mekong Subregion (bringing together the six Asian countries of Cambodia, China, Laos, 
Myanmar, Thailand and Vietnam), which are connected by highways. 

CHART 1: TRANSPORT CORRIDOR VS. ECONOMIC CORRIDOR 

 
Source: Asian Development Bank, The Investment Institute by UniCredit  
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Legal Notices 

Glossary 
Terms used in the report are available on our website: https://www.the-investment-institute.unicredit.eu/en/glossary. 

Marketing Communication 
This publication/video constitutes a marketing communication of UniCredit S.p.A., UniCredit Bank Austria AG, Schoellerbank AG and 
UniCredit Bank GmbH (hereinafter jointly referred to as the “UniCredit Group”) is addressed to the general public and is provided free of 
charge for information only. It does not constitute investment recommendation or consultancy activity by the UniCredit Group or, even 
less, an offer to the public of any kind nor an invitation to buy or sell securities. The information contained herein does not constitute an 
investment research or financial analysis since, in addition to the lack of content, it has not been prepared in accordance with legal 
requirements designed to promote the independence of investment research, and it is not subject to any prohibition on dealing ahead 
of the dissemination of investment research. 

UniCredit Group, including all its group companies may have a specific interest in relation to the issuers, financial instruments or 
transactions detailed herein. Relevant disclosures of interests and positions held by UniCredit Group are available at: https://www.the-
investment-institute.unicredit.eu/en/conflictsofinterest-positiondisclosures. Any estimates and/or assessments contained in this 
publication represent the independent opinion of the UniCredit Group and, like all the information contained therein, are given in good 
faith on the basis of the data available at the date of publication, taken from reliable sources, but having a purely indicative value and 
subject to change at any time after publication, on the completeness, correctness and truthfulness of which the UniCredit Group makes 
no guarantees and assumes no responsibility. Interested parties must therefore carry out their own investment assessments in a 
completely autonomous and independent manner, relying exclusively on their own considerations of the market conditions and the 
information available overall, also in line with their risk profile and economic situation. Investment involves risk. Before any transaction 
in financial instruments please refer to the relevant offering documents. It should also be noted that:   

1. Information relating to the past performance of a financial instrument, index or investment service is not indicative of future results. 

2. If the investment is denominated in a currency other than the investor’s currency, the value of the investment can fluctuate strongly 
according to changes in exchange rates and have an undesirable effect on the profitability of the investment. 

3. Investments that offer high returns can undergo significant price fluctuations following any downgrading of creditworthiness. In the 
event of bankruptcy of the issuer, the investor may lose the entire capital. 

4. High volatility investments can be subject to sudden and significant decreases in value, being able to generate significant losses at 
the time of sale up to the entire capital invested. 

5. In the presence of extraordinary events, it may be difficult for the investor to sell or liquidate certain investments or obtain reliable 
information on their value. 

6. If the information refers to a specific tax treatment, it should be noted that the tax treatment depends on the individual situation of 
the customer and may be subject to change in the future. 

7. If the information refers to future results, it should be noted that they do not constitute a reliable indicator of these results. 

8. Diversification does not guarantee a profit or protect against a loss.  

The UniCredit Group cannot in any way be held responsible for facts and/or damages that may arise to anyone from the use of this 
document, including, but not limited to, damages due to losses, lost earnings or unrealised savings. The contents of the publication – 

including data, news, information, images, graphics, drawings, brands, and domain names – are owned by the UniCredit Group unless 

otherwise indicated, covered by copyright and by the industrial property law. No license or right of use is granted and therefore it is not 
allowed to reproduce its contents, in whole or in part, on any medium, copy them, publish them and use them for commercial purposes 
without prior written authorisation from UniCredit Group unless if purposes of personal use only.   E 25/1 
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